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NATIONAL ENERGY OUTLOOK, IMPLICATIONS
DOMESTIC RESOURCE UTILIZATION AND CAPITAL REQUIREMENTS

Wilbur M. Jenny
Federal Energy Administration
Kansas City, Missouri

ENERGY DEMAND**

INTRODUCTION
Capital requirements of the energy
industries are drawn from: National
Energy Outlook, 1976, by the Federal
Energy Administration. A number of
factors were considered in selecting
assumptions relating to energy
supply/demand; and particularly,
energy prices. Among these are:

The above assumptions, coupled the
further assumption that increased
investment in exploration and develop
ment would provide increased volumes
of crude oil and natural gas, result
in the following demand, using $13.00
per barrel of crude oil in 1985:
TABLE 2

(1) Food price explosion of 1973
1974
Domestic
Demand*

(2) Arab Oil Embargo, and the
quadrupling of crude oil prices
(3) Second food price explosion
following end of general price
controls in 1974
(4) World market expansion for U.S.
foods and manufactured goods
(5) The world comnodity situation is
likely to remain unstable as
other raw material exporters
look to OPEC-like cartels.
Growth assumptions* used for the
domestic U.S. economy in the NEO are
as follows:

Coal, M4T
Petroleum, MMB
Natural gas, BCF
Electricity,
PMMKWH
Electricity,
nuclear,
MMMKWH

1985
Demand

558.9
961.5
6,069.5
7,566.7
21,551.8 23,404.9
1,708.8

3,021.8

112.7

866.5

Electrical energy demand is expected
to increase at a rate of 5.4 percent
compounded annually.
TABLE 3
Energy Supply Quantities*

1975-80
GNP, 7o
Personal Income,
07
io
Population, %
Consumer Price
Index
Wholesale Price
Index
FRB Output Index
Gross Private
Domestic Investment

1980-85 -

5.5

3.6

4.3
0.9

3.6
1.0

5.2

4.8

5.1
7.9

3.4
4.6

11.2

3.7

1985, $13.00 Per Barrel
Reference Scenario:
Crude Oil Production,
B/C/D
LPG, etc. B/C/D
Imports, crude oil,
B/C/D
Natural Gas TCF/Yr.
Imported Gas TCF/Yr.
Coal MMT/Yr.

11,981,000
1,831,000
5,862,400
22.3
1.3
1,039.3

*Data Resources, 1975
**National Energy Outlook, FEA, 1976

TABLE 5

TABLE 4

Billion $

Energy Prices*
The 1985 Reference Scenario wholesale
prices for the U.S. are as follows:
Gasoline, $ per gallon
Distillates, $ per gallon
Residuals, $ per gallon
LPG, $ per gallon
Natural Gas, $ per MCF
Electricity, $ per M KWH
Coal, $ per ton

$0,343
0.337
0.337
0.384
2.03
29.73
27.82

Demand for Missouri Coal
"Economic barriers will diminish as
fuel prices rise — " Whereas this
statement is taken from a conservation
reference in ERDA 76-1, it is appli
cable to coal mining, combustion and
conversion within an environmentally
acceptable scenario.
Higher prices for fuel will do four
things:
(1) Improve feasibility of producing
marginal reserves
(2) Encourage development of exotic
energy forms■
(3) Speed technology development
(4) Put premium on energy management

Electric Utilities
Coal
Synthetic Fuels
Oil and Gas
Other

$277
IB
19
234
31

Conservation
Total

243
$827

8577

Substantial additional investments
will be required in the environmental
area, as well as new industrial
technologies.
Bankers Trust Company of New York City
puts the capital requirements somewhat
hi^ner than the NEO figures. A total
of $790 billion is estimated for
energy production, conversion, etc.
When we add the conservation increment,
the total passes a trillion dollars.
Chase Manhattan Bank supports the
larger numbers.
If we assume the elimination of all
oil imports by 1985, up to $123
billion additional capital would be
required. It is the opinion of
Bankers Trust that the U.S. financial
markets can support such outlays by
1985. In the most extreme case, some
industries, less able than the energy
industry to complete, would have
difficulties in capital acquisition.

Studies by FEA, Region VII, indicate
a 9,056,000 ton increase in utility
consumption of coal in Missouri by
1985. If only one-half of this is
Missouri coal, present Missouri pro
duction would need to double.

Implications for Missouri
and FEA Region VII
The projected electrical utility
expenditures for this region and
Missouri are substantial. The table
below includes only major identified
plants either under construction or in
advanced planning stages. An allow
ance was made for combustion turbines,
and for participation in projects
outside the region, like Laramie
River, Cordova, Illinois, and others.
No allowance for transmission or A m y
Corps of Engineers projects are
included. Fuel supply considerations
are not included.

There is a possibility that better
coal preparation, plus sulphur removal
technology may increase this consump
tion level. We feel these areas,
plus a review of air quality imple
mentation plans require further
evaluation.
Capital Requirements
The National Energy Outlook projects
capital requirements for the energy
industries as follows:

^National Energy Outlook, FEA, 1976
522

TABLE 6

Estimated Electrical Utility Capital
Requirement for FEA R-VII (1975 $)
Billion $
Missouri
Kansas
Nebraska
Iowa
Combustion Turbines and
participation

3,4
2,7
1.7
1.9
1.1

lOTF

We have not addressed ourselves to the
energy supply side of the capital
requirements question for Missouri or
Region VII. If Missouri coal pro
duction were to double, an investment
of $110 million would be required,
exclusive of transport equipment. A
similar increase for the region,
adjusted to the expected national
average coal production expansion,
would be approximately $112 million,
and Missouri's capital needs would
be about $72 million on that basis.
There will be substantial upgrading
of rail lines, plus rail equipment
outlays. At least one major and
several smaller coal gasification
plants will be constructed by 1985
in the region. About 57<> of the
national energy consumption is
within these four states — we might
not achieve a pro rata share of
energy related capital outlays
because of the agricultural character
istics of the region. Whereas
national energy consumption is
expected to grow about 27% by 1985,
Region VII growth is estimated at
22%. Therefore, our share of
national capital outlays for energy
production and conversion facilities
would be about $40 billion instead of
$50 billion as the raw data would
indicate.
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